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KPMG LLP
345 Park Avenue
New York, NY 10154

Independent Auditors’ Report

To the Stockholder of
Banco Votorantim Securities, Inc.:

We have audited the accompanying statement of financial condition of Banco Votorantim Securitics, Inc.
(the Company) (a wholly owned subsidiary of Banco Votorantim SA) as of December 31, 2007, and the
related statements of operations, changes in stockholder’s equity, and cash flows for the year then ended
that you are filing pursuant to rule 17a-5 under the Securities Exchange Act of 1934. These financial
statements are the responsibility of the Company’s management. Our responsibility is to express an
opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes consideration of
internal control over financial reporting as a basis for designing audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Company’s
internal control over financial reporting. Accordingly, we express no such opinion. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An
audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that our audit
provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Banco Votorantim Securities, Inc. as of December 31, 2007, and the results of its
operations and its cash flows for the year then ended in conformity with accounting principles generally
accepted in the United States of America.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken as a
whole. The information contained in Schedules 1 and 2 is presented for purposes of additional analysis and
is not a required part of the basic financial statements, but is supplementary information required by
rule 17a-5 of the Securities Exchange Act of 1934. Such information has been subjected to the auditing
procedures applied in the audit of the basic financial statements and, in our opinion, is fairly stated in all
material respects in relation to the basic financial statements taken as a whole.

KPMa LLP

New York, New York

February 26, 2008

KPMG LLP. 8 U5, henited liability partnership, is the LS.
ragrber firm of KPMG international, 8 Swiss cooperative.
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Banco Votorantim Securities, Inc
Statement of Financial Condition

(A Wholly Owned Subsidiary of Banco Votorantim SA)
December 31, 2007

Assets
Cash and cash equivalents

Receivable from clearing broker
Property and equipment, net of accumulated depreciation and
amortization of $23,083

Receivable from parent and affiliates
Other assets

Total assets

Liabilities and Stockholder’s Equity
Liabilities:
Accounts payable and accrued expenses

Total liabilities

Stockholder’s equity:
Common stock, $1 par value, 3,000,000 shares authorized and outstanding
Accumulated deficit

Total stockholder’s equity
Total liabilities and stockholder’s equity

See accompanying notes to financial statements.

434,751
350,477

77,862
260,237
51,575

1,174,902

353,346

353,346

3,000,000
(2,178,444)

821,556

1,174,902




Banco Votorantim Securities, Inc
Statement of Operations

(A Wholly Owned Subsidiary of Banco Votorantim SA)
For the year ended December 31, 2007

Revenues:
Commissions
Interest and dividend income
Other

Total revenues

Expenses:
Compensation and benefits
Brokerage expenses
Interest
Regulatory fees
Occupancy and equipment
Communications
Data services
Promotional
Professional
Other

Total expenses
Loss before income tax expense

Income tax expense
Net loss

See accompanying notes to financial statements.

$

386,488
10,564
35,000

432,052

1,311,215
31,402
4,946
5,782
167,675
66,625
51,254
68,308
263,176
41,535

2,011,918

(1,579,866)

{1,579,866)




Banco Votorantim Securities, Inc
Statement of Changes in Stockholder’s Equity

(A Wholly Owned Subsidiary of Banco Votorantim SA)
For the year ended December 31, 2007

Total
Common Accumulated stockholder’s
stock deficit equity
Balance at December 31,2006  § 3,000,000 (598,578) 2,401,422
Net loss - (1,579,866) {1,579,866)
Balance at December 31, 2007 $ 3,000,000 (2,178,444) 821,556

See accompanying notes to financial statements.




Banco Votorantim Securities, Inc
Statement of Cash Flows

(A Wholly Owned Subsidiary of Banco Votorantim SA)
For the year ended December 31, 2007

Cash flows from operating activities:
Net loss
Adjustment to reconcile net loss to net cash used in operating activities:
Depreciation expense
Decrease (increase) in operating assets:
Receivable from clearing broker
Receivable from parent and affiliates
Other assets
Increase in operating liabilities:
Accounts payable and accrued expenses

Net cash provided by operating activities

Cash flows from investing activities:
Purchases of property and equipment

Net cash used in investing activities

Net decrease in cash and cash equivalents
Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year

Supplemental disclosures of cash flow information:
Cash paid during the year for:
Taxes
Interest

See accompanying notes to financial statements.

(1,579,866)
17,754
(350,477)
(260,237)
(19,364)

290,428

{1,901,761)

(66,748)

(66,748)

(1,968,509)
2,403,260

434,751

33,283
4,946
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BANCO VOTORANTIM SECURITIES, INC.
(A Wholly Owned Subsidiary of Banco Votorantim SA)

Notes to Financial Statements
December 31, 2007

Organization

Banco Votorantim Securities, Inc. (the Company) is a wholly owned subsidiary of Banco Votorantim SA
(the Parent), a Brazilian financial institution. The Company is registered as a broker-dealer under the
Securities Exchange Act of 1934 and is a non-clearing member of the Financial Industry Regulatory
Authority (“FINRA”). The Company was incorporated on March 6, 2006 and commenced operations on
August 16, 2006.

The Company focuses primarily on sales and trading of Brazilian-related fixed income and equity
products, including private placements.

Summary of Significant Accounting Policies

a)

b)

d)

e

Cash and cash equivalents

Cash and cash equivalents of $434,751, at December 31, 2007 consists of cash held in a non-interest
bearing account.

Property and Equipment

Property and equipment are depreciated under the straight-linec method over the estimated useful lives
of the assets.

Receivable From Clearing Broker

Pursuant to agreements between the Company and its correspondent clearing broker, the Company
clears all of its customer transactions through its correspondent clearing broker on a fully disclosed
basis.

Revenue Recognition

The Company records commission income on a trade-date basis. Clearing costs and other fees
incurred are also recorded on a trade-date basis.

Management’s Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in
the United States of America requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date
of the financials statements and the reported amounts of revenues and expenses during the reporting
period. Such estimates are subject to change in the future as additional information becomes available
or previously existing circumstances are modified. Actual results could differ from these estimates.

6 (Continued)
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BANCO VOTORANTIM SECURITIES, INC.
(A Wholly Owned Subsidiary of Banco Votorantim SA)

Notes to Financial, Statements
December 31, 2007

) Income Taxes

The Company provided all income taxes in accordance with the asset and liability method and
recognizes deferred income taxes for the expected future tax consequences of differences between the
financial statement carrying amounts of existing assets and liabilities and their respective tax basis.
Deferred tax assets and liabilities are measured using enacted tax rates expected to be recovered or
settled. The effect on deferred taxes of a change in tax rates is recognized as income in the period that
includes the enactment date.

Recently Adopted Accounting Standards
FIN48

In July 2006, the Financial Accounting Standards Board (“FASB™) issued FASB Interpretation No. 48,
“Accounting for Uncertainty in Income Taxes — an Interpretation of FASB Statement No. 109” (“FIN
48”). FIN 48 addresses the accounting for uncertainty in income tax positions by prescribing a
consistent recognition threshold and measurement attribute for income tax positions taken or expected
to be taken in an income tax return. FIN 48 also provides guidance on derecognition, classification,
interest and penalties, accounting in interim periods, disclosure and transition.

FIN 48 requires a two-step process in evaluating income tax positions. In the first step, an enterprise
determines whether it is more likely than not that an income tax position will be sustained upon
examination, including resolution of any related appeals or litigation processes, based on the technical
merits of the position. Income tax positions meeting the more-likely-than-not recognition threshold are
then measured to determine the amount of benefit eligible for recognition in the financial statements.
Each income tax position is measured at the largest amount of benefit that is more likely than not to be
realized upon ultimate settlement.

The provisions of FIN 48 are effective for fiscal years beginning after December 15, 2006. The
adoption of FIN 48 as of January 1, 2007 did not have an impact on the Company's financial condition,
results of operations or cash flows.

Related party transaction

The Company acts as the non-exclusive placement agent in the sale of debt securities, including
commercial paper, promissory notes and certificates of deposit of Banco Votorantim SA, Nassau Branch.
For the year ended December 31, 2007, the commission income with respect to the private placement agent
service was $260,237 and the receivable from Banco Votorantim SA, Nassau Branch was $260,237 as of
December 31, 2007

7 (Continued)



BANCO VOTORANTIM SECURITIES, INC.
(A Wholly Owned Subsidiary of Banco Votorantim SA)

Notes to Financial Statements
December 31, 2007

(4) Property and equipment

The property and equipment is summarized as follows:

Computer and equipment $ 97,768
Furniture and fixtures _ 3177

Total property and equipment 100,945
Less: Accumulated depreciation (23.083)

Property and equipment, net $ 71,862

(5) Accrued Expenses and Other Liabilities

Accrued expenses and other liabilities are summarized as follows:

Accrued expenses $ 347,064
Other liabilities 6,282
Total § _353.340

(6) Income Taxes

Deferred taxes are determined based upon the difference between the financial statement and tax bases of
assets and liabilities, and available net operating loss carryforwards. At December 31, 2007, the Company
has deferred tax assets equal to $982,481 which primarily consisted of net operating loss camryforwards.
The Company provided a full valuation allowance on the deferred tax asset due to uncertainty of its
realization. The net change in valuation allowance in 2007 was $713,884.

As of December 31, 2007, the Company has net operating loss carryforwards of approximately $2,027,935
for U.S. income tax purposes available to offset future taxable income. The net operating loss
carryforwards begin to expire in 2026.

8 {Continued)
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BANCO VOTORANTIM SECURITIES, INC.
(A Wholly Owned Subsidiary of Banco Votorantim SA)

Notes to Financial Statements
December 31, 2007

Net Capital

The Company is subject to the Uniform Net Capital Rule 15¢3-1 (the Rule) of the SEC. The Company is
required to maintain minimum net capital, as defined, equal to the greater of $5,000 or 6 2/3% of the
aggregate indebtedness. At December 31, 2007, the Company’s net capital under the Rule was $431,882
which exceeded the minimum requirement of $23,556 by $408,326.

The Company is exempt from the provisions of Rule 15¢3-3 under paragraph (k)(2)(ii).

Commitments

The Company entered into a lease for office space, which expires in April 2008. Minimum rentals under
this lease agreement amount to $43,412.

Under the lease terms, annual rental is subject to escalation clauses relating to utilities, taxes, and other
operating expenses. Rent expense for the year ended December 31, 2007 amounted to $137,284.



Banco Votorantim Securities, Inc

Computation of Net Capital Under Rule 15¢3-1
of the Securities and Exchange Commission

December 31, 2007

Computation of net capital:
Total ownership equity
Deductions and/or charges:
Nonallowable assets:
Due from affiliate
Property and equipment, net
Other assets

Total nonallowable assets
Haircuts on securities

Net capital

Computation of basic net capital requirement:
Net capital required (6 2/3% of combined aggregate indebtedness)

Minimum dollar net capital requirement
Net capital requirement

Excess net capital

Net capital in excess of 6 2/3% of combined aggregate
indebtedness items or $5,000

Ratio of aggregate indebtedness to net capital

Note: The above computation does not materially differ from the computation of net capital as of
December 31, 2007 previously filed by the Company on Form X-17A-5 on January 14, 2008.

Sec independent auditors' report.

$

260,237
77,862
51,575

Schedule 1

821,556

389,674

431,882

3,000

23,556

408,326

408,326

0.82
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Sechedule 2

Banco Votorantim Securities, Inc
(A Wholly Owned Subsidiary of Banco Votorantim SA)

Computation for Determination of Reserve Requirements
Under Rule 15¢3-3 of the Securities and Exchange Commission

December 31, 2007

The Company is exempt from the provisions of rule 15¢3-3 under the Securities Exchange Act of 1934, in that
the Company’s activities are limited to those set forth in the conditions for exemption appearing in paragraph
(k)(2)(ii) of the rule.

See independent auditors' report.



KPMG LLP
345 Park Avenue
New York, NY 10154

Independent Auditors’ Report on Internal
Control Required by SEC Rule 173-5

To the Stockholder of
Banco Votorantim Securities, Inc.:

In planning and performing our audit of financial statements of Banco Votorantim Securities, Inc. (the
Company) (a wholly owned subsidiary of Banco Votorantim SA), as of and for the year ended December
31, 2007 in accordance with auditing standards generally accepted in the United States of America, we
considered the Company’s internal control over financial reporting (internal control} as a basis for
designing our auditing procedures for the purpose of expressing our opinion on the financial statements,
but not for the purpose of expressing an opinion on the effectiveness of the Company’s intemal control.
Accordingly, we do not express an opinion on the effectiveness of the Company’s internal control.

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC), we have made a
study of the practices and procedures followed by the Company including consideration of control
activities for safeguarding securities. This study included tests of such practices and procedures that we
considered relevant to the objectives stated in rule 17a-5(g) in making the periodic computations of
aggregate indebtedness and net capital under rule 17a-3(a)(11) and for determining compliance with the
exemptive provisions of rule 15¢3-3. Because the Company does not carry securities accounts for
customers or perform custodial functions relating to customer securities, we did not review the practices
and procedures followed by the Company in any of the following:

1. Making quarterly securities examinations, counts, verifications, and comparisons and
recordation of differences required by rule 17a-13.

2. Complying with the requirements for prompt payment for securities under Section 8 of
Federal Reserve Regulation T of the Board of Governors of the Federal Reserve System.

The management of the Company is responsible for establishing and maintaining internal control and the
practices and procedures referred to in the preceding paragraph. In fulfilling this responsibility, estimates
and judgments by management are required to assess the expected benefits and related costs of controls,
and of the practices and procedures referred to in the preceding paragraph, and to assess whether those
practices and procedures can be expected to achieve the SEC's above-mentioned objectives. Two of the
objectives of internal control and the practices and procedures are to provide management with reasonable
but not absolute assurance that assets for which the Company has responsibility are safeguarded against
loss from unauthorized use or disposition and that transactions are executed in accordance with
management's authorization and recorded properly to permit the preparation of financial statements in
conformity with U.S. generally accepted accounting principles. Rule 17a-5(g) lists additional objectives of
the practices and procedures listed in the preceding paragraph.

Because of inherent limitations in internal control and the practices and procedures referred to above, error
or fraud may occur and not be detected. Also, projection of any evaluation of them to future periods is

KPMG LLP, 3 L1.5, imited hability partnership, is the U.5.
member firm of KPMG Intarnational, a Swass cooparatve.
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subject to the risk that they may become inadequate because of changes in conditions or that the
effectiveness of their design and operation may deteriorate.

A control deficiency exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or detect misstatements
on a timely basis. A significant deficiency is a control deficiency, or combination of control deficiencies,
that adversely affects the entity’s ability to initiate, authorize, record, process, or report financial data
reliably in accordance with generally accepted accounting principles such that there is more than a remote
likelihood that a misstatement of the entity’s financial statements that is more than inconsequential will not
be prevented or detected by the entity’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in
more than a remote likelihood that a material misstatement of the financial statements will not be prevented
or detected by the entity’s intemal control.

Our consideration of internal control was for the limited purpose described in the first and second
paragraphs and would not necessarily identify all deficiencies in internal control that might be material
weaknesses. We did not identify any deficiencies in internal control and control activities for safeguarding
securities that we consider to be material weaknesses, as defined above.

We understand that practices and procedures that accomplish the objectives referred to in the second
paragraph of this report are considered by the SEC to be adequate for its purposes in accordance with the
Securities Exchange Act of 1934 and related regulations, and that practices and procedures that do not
accomplish such objectives in all material respects indicate a material inadequacy for such purposes. Based
on this understanding and on our study, we believe that the Company's practices and procedures, as
described in the second paragraph of this report, were adequate at December 31, 2007, to meet the SEC's
objectives.

This report is intended solely for the information and use of the Board of Directors, management, the SEC,
Financial Industry Regulatory Authority, and other regulatory agencies that rely on rule 17a-5(g) under the
Securities Exchange Act of 1934 in their regulation of registered brokers and dealers, and is not intended to
be and should not be used by anyone other than these specified parties.

KPme LLP

February 26, 2008

END



